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VIA: DISPATCH NO.: - s b
SPECIFY AIR OR SEA POUCH I! e
/ M DATE: 19 September 1942 .

TO : Foreign Branch "MH

Attn,:
FROM : Chief of Stetion,
SUBJECT: General —Administrative

specific JJJj Shortage
REF : TASHT 0085

1. The il financial control account maintained by this office consists
of an account to which charges are made for all advances made to by ue and credits
are given for all accountings submitted by after being approved and vouchered.
411 ] balances reported by this office are extracts from tis account. Theoretical-
ly it should be possible to reconcile all incoming accountings to this account by
2dding to their balances only smounts advarced subsequent to the perled for which ac-
counting is made. In prectice, due to factors, some of which will be mentioned, it
has been necessary to add variable "plug" figures to effect such reconciliation, until
it was possible to correct discrepancies involved.

2. In the sarly period of - operations, due to operational necescsity,
we were called upon to meke advances on short notice and in unusual manners and
places, which obviously complicated - accounting. In order to fecilitate the lat-
ter, several times during an accounting period we would inform fbookkeeper! ~f
previous amounts of advances and in some ceses advances recelved in one period were
not recorded in its report, but in a latter one. Repeated advice of such advances
was furnished and, in retrospect, it would appear that money was either by-pasting

"bookkeeping" office or a shortage had developed. Tn &ll conversations on money
matters, however, no inkling was received of possible discrepancies in funde on hand
or amounts received from this office, with exception of & small advence of -

which was repaid without appearing on the |l report. 25X1A6a 25X1A6a

3. As result of abnormal delay, the -report for the period subse: uent
to thet in which a shortage of 3800.00 apperently occurred, was not received in the
finance office until about the middle of December 1948, a2t which time a possible
shortage would apsear likely. Tmmediate reporting of such likelihood to headquzrters
at that time did not appear to be the most sultable method of settling the discrep-
ancy, in view of instructions received in somewhat similer circumstances to settle
metters locally.
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| CaFIDENTIAL
4, A short time t}ﬂeréaﬁi‘fe’tra ! rmally apprised that a

shortege existed in [funds. Conclusione were that the amparent shortage was
pert of a generzl larger one resulting from loose handling of funds, the dis~
crepency in th ncial report wae probsbly a typographical error and balances
of funds in th ncial reports were of 1little significance until their true
status might be ascertained. Investigation of funds was conducted by COS Projects

Control office, which has in the past instructed bases on the prepsration of

projects accountings and reports and the keeping of base funds. Collaboration uf
Tinance Office in thie investigetion consisted of furnishing the ‘Ml account and
subsidiaery records to the investigator for use, devising a set of disbursing ac-
counts designed to give the i and Ml ofrices better financial control, furnish-
ing balances of theg- account as requested and asking that Headcuarters return
certain voucher receipts for use of the investigstor.

5. Although the point was not specificelly mentioned it was the
velief of the writer that before results of the investigation were submitted in
final form they would be balanced against the control account and he would
participate in thelir reconciliation. . This belief wac strengthened by comment from
headquarters on e preliminary sumary of the shortage, which was seen and interpret-
ed as meaning that the net discrepancy found would be transferred to a suspente
account there, which would seem to invblve of a voucher in the Finance Office baged
on the report of the investigatlon. With receipt of the [JJjj accounting for June 1949,
which wag processed around the first of August, changes were found to have been made
in the opening currency balances. Questioning revealed that a final report, on which
changes of currency balances had been based, was previously forwarded to hezdcusrters.
Not being listed on the distribution of such report, Finance was not aware of its
completion. After effecting adjustments indicated in this report and ueing currency
differences found therein as a reconciling figure, a difference still existed in the
amount of $800.00 and headquarters was forthwith advised of it.

6. Factors contributing to the failure of the report to detect the
shortage of $800.00 appear to be: (1) As base of departure of the investigation there
wae teken a presumed balance of the [lllaccount as of 1 July 1948 rather than the

ectuel beginning of operations in March of that year; (2) Findings of completed re-—
port were not reconciled with -control account prior to submiesion to headquarters
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